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Abstract 
Nowadays, many firms of all sizes are offshoring part of their production and procurement. Despite this fact, few 
studies deal with the offshoring decision process in the context of small- to- medium sized enterprises (SMEs).In 
companies, and showed that SMEs offshore about the same part of their procurement than bigger organizations, but 
that they concentrate their operations on less countries. We also demonstrated that SMEs have less access to 
information about distant countries, and, as a consequence, that their offshoring processes are less planned that those 
of bigger companies. 
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1. Introduction 
Since the 1980s, many Western companies have been offshoring part of their activities and 
procurement, particularly toward low cost countries, in order to reduce purchasing costs and to achieve 
sustainable competitive advantage. This movement was initiated by large firms, and followed by 
companies of all sizes. But, according to Agndal (2006), international purchasing remains an under 
researched topic, especially in the context of small and medium-sized firms. In the French context, there 
is no study dealing with the differences in international purchasing policies depending on 
The purpose of the present paper is to focus on offshoring decision processes of French companies, to 
analyze their characteristics and to determine whether the firm's size has an impact on them or not. 
 
This paper is organized in the following way: after defining the concept of offshoring, we discuss 
firstly the literature related to the benefits and risks of offshoring. Next, we examine the literature dealing 
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with SMEs' offshoring. The remainder of the paper explains our research methodology, and presents our 
results and conclusions. 
 
_____________ 
According to Jahns and al. (2006)
in some cases, it does not include offshore purchasing. For the purpose of this paper, according to Kinkel 
and Maloca (2009)
 As we focus our study on 
international procurement, whatever the ownership of production capacities, we will also use the terms of 
 international purchasing  as a synonymous for offshoring. 
 
2.  Expected benefits and potential risks of offshoring 
 
The literature is replete with studies supporting the potential benefits from offshoring, particularly 
from low costs countries. The first expected result is costs reduction, but some authors underline that 
offshoring can provide a better access to quality products, or to products or services, which required 
specific skills or technologies to be made (Pressey and al., 2009). 
 
At the same time, studies underline the risks related to offshoring. Song et al. (2007) underline that 
uncertainties and risks related to offshoring may lead to unexpected costs which offset gains from cheaper 
labour, or even result in losses to the outsourcer. According to Farrell (2006), risks -or criteria to be 
analyzed before making an offshoring decision- can be divided into the following categories: 
 
 Costs : 
 Labor costs: risks are those of unexpected expenses due to lower productivity abroad, or to 
quality failures (Berger, 2006), which increase the production price. Knudsen and Servais 
(2007) identify reduced quality of the final product as the most important risk for offshoring. 
According to them, Kinkel and Maloca (2009) underline that preventing risks of poor quality 
 
 
 Supply chain costs: considering that offshoring means a longer supply chain, some studies point 
out risks related to disruption or delays in delivery of goods (Moatti, 2009): the length of 
transportation can induce stock shortages; in order to avoid these risks, many firms increase 
their stock level, which triggers other costs. For Jahns and al. (2006), international networking 
control. 
 
 Availability of qualified skilled workers (Fillis, 2001) 
 Quality of infrastructure, which is important for two different reasons: first, parts or goods produced 
abroad have to be transported in an efficient way and at a reasonable cost, which is possible only 
when transportation infrastructures are correct. Second, coordination needs between the holding 
company and its foreign factories or suppliers, lead to numerous visits by Western top managers, and 
localization of foreign units near international airports enables costs and time savings. 
 Risk profile, including natural and political risks of disruptive events, as well as intellectual-property 
risk. 
 Environment, including government support, business environment, local culture and accessibility. 
3.  Offshoring in small- to medium- sized companies 
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Several studies (Gadde and Hakansson, 2001; Pressey and al., 2009) conclude that SMEs would 
particularly benefit from offshoring, which complete their own limited resources by external means, and 
give them an access both to reduced costs and to products, skills and technologies, that they cannot afford 
in Western countries. Kumar and al. (2009)  underline that "the growth in the use of Internet, e-commerce 
and information technologies has made these resources more accessible to small manufacturers".  Even 
though, SMEs are often found to be less heavily engaged in international activities (Agndal, 2006). 
Literature on offshoring in small companies, despite growing, is still limited (Ellegaard, 2006), and "it is 
relatively unclear whether the buying practices of many of the leading industrial firms have filtered down 
to SMEs" (Pressey and al., 2009).  
Several studies have concluded that purchasing is not seen as a strategic function in many SMEs, 
despite its potential impact on costs and innovation (Ogden and al., 2007). Pressey and al. (2009) recent 
review of literature regarding "purchasing and the SMEs" shows a lack of sophistication in SMEs 
purchasing practices : modern purchasing practices, including e-business activities, are virtually 
nonexistent in SMEs (Zheng and al., 2004) ; furthermore, most SMEs are thought to source nationally 
rather than internationally, in order to reduce risks. Holter and al. (2008) underline that many SMEs lack 
competencies in purchasing transport services, what limits offshoring possibilities. According to Pressey 
and al. (2009), this lack of sophistication is related to a "lack of awareness that an efficient purchasing 
function can influence profitability". 
Dealing with internationalization processes (which are broader than offshoring processes), Agndal 
(2006)  describes following characteristics regarding SMEs : 
-SMEs internationalize more slowly than larger firms, 
-SMEs are more reactive when larger companies are proactive : large companies consider 
internationalization (including offshoring) as a strategic option, when SMEs' processes are directed by 
chance meetings and uncontrollable events ; SMEs' processes "are often argued to be emergent rather 
than deliberate in nature", i.e. they follow unplanned rather than planned paths", 
-SMEs have smaller networks to draw on. 
 
Despite these difficulties, some studies dealing with SMEs' offshoring indicate that more and more 
SMEs are offshoring part of their procurement (Kinkel and al., 2007; Kinkel and Maloca, 2009).  
Given these mixed conclusions, and considering the lack of literature linking the offshoring decisions 
processes to the size of the companies, we defined the following research questions: 
  
 Do these characteristics depend on the size of companies, and if so, how can we characterize the 
 




In order to identify the actual practices of Western firms in terms of international sourcing, we 
supervised a survey in 2011 involving 158 companies. A questionnaire was sent by e-mail to about 
thousand Purchasing managers in French companies of all sizes in all industries. We received 220 
answers, but, as the questionnaire was very long and detailed, some data were missing in a quarter of the 
sample, and we obtained at the end 158 usable questionnaires. We collected data about the following 
topics: 
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-  
- International sourcing policy of the firm, including the part of products or services which are 
bought abroad, the countries these products and services come from.., 
- Main motives for offshoring decisions, 
- Key points of the offshoring decision process, including access to information about distant 
countries. 
After the initial work of our student (Petit, 2011), we worked further on the data base, using SPSS 17.0. 
 
4.2 Definition of the sample 
 
Most of the respondents are purchasing managers or purchasers (65%). About 18% are CEOs 
(particularly from SMEs), and 17% come from other functions, including finance and supply chain 
management. 
 
As shown in figure 1.a, all business sizes are represented, from SMEs (24%) to large companies (30% 
of the firms in our sample employ over 5,000 people). As we focused our research on differences between 
SMEs, middle and large companies, we gathered the answers and built 3 classes of quite similar sizes, in 
order to allow statistical tests (figure 1.b). Our 3 classes as defined by the European Commission (2003) 
are as follows: 
 
- SMEs (Small and Medium Enterprises including very small firms under 20 people-), with less 
than 250 employees, 
- ISEs (Intermediate Size Enterprises), from 250 to 5,000 employees, 




Fig 1.(a) : repartition of the initial sample; fig 1.(b) : sample's distribution into 3 classes 
 
Most respondents are from manufacturing companies (70%). Accordingly, there is an over-
representation of industrial firms in the sample compared to the structure of the French market, but, as the 
part of purchased products is higher in manufacturing companies than in services businesses (what 
induces a higher maturity level of purchasing policies in manufacturing firms), and although our sample 
cannot be considered as statistically representative of French firms, we concluded that it can be viewed as 
a representation of firms interested in international sourcing. Therefore, because of the over-
representation of industrial firms, we ran no comparison between industrial sectors, nor between 
manufacturing and service companies. 
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: only 50% of firms under 
250 people, and 22% of intermediate size firms, are independent companies. 
 
5.  International sourcing: present situation 
 
Dealing with the part of goods (and services) bought abroad, our first results do not show any 
significant difference between companies. International purchasing policies are on the contrary quite 
similar regarding SMEs or large firms : 47% of SMEs and large firms buy less than 25% of goods abroad, 
whereas about 25% of them buy more than 75% of their business in other countries ( figure 2). 
 
Figure 2 : Part of offshored purchasing in the business (% of companies) 
 
Surprisingly, being part of a group does not influence these policies : We could have considered that 
SMEs, which are part of a larger group, have a better access to information on distant countries, and can 
easier offshore their purchasing, as rules and processes are defined by the top structure. On the contrary, 
we found that most SMEs offshoring an important part of purchased goods are almost independent 
companies : 38% of them make more than 75% of their procurement abroad, when only 25% of those 
being part of a wider group reach the same level. At the other end of the spectrum, only 44% of 
independent SMEs buy less than 25% abroad, compared to 75% for the others. As a conclusion, we can 
say that offshoring is as important today in SMEs as in large companies, being part or not of a group. 
 
However, this situation seems quite new, as large firms began offshoring a long time before 
intermediate size companies and SMEs, as shown in figure 3. Our results show a strong correlation 
 the offshoring policy, Khi2 test being significant above 95% : 
large companies began offshoring more than 10 years ago, when 70% of SMEs just started in the last 10 
years.  Our study confirms the results of a previous research [3], which underlined that offshoring, 
initiated by MNEs, is today a global way of purchasing. 
 
Fig. 3 : Offshoring age 
6.  Motives for offshoring 
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Unsurprisingly, the first two motives for international offshoring deal with production costs reduction, 
in order to increase the margin (81,6%) or to reduce the selling price to become more competitive 
(80%).The third motive (62% of the answers) is the refusal to get left behind other competitors, who 
described by Moatti [9]: many managers think that supplying abroad, and particularly in low cost 
countries, provides a competitive advantage, so they follow their competitors when these choose to 
offshore part of their purchasing. 
 
Figure 4 : Motives for international purchasing (% ; several answers were possible) 
 
 
our results show that all firms have quite the same motives ; two 
ne is the refusal to get left 
is more important for small companies than for large ones, what seems quite logical when large 
companies began offshoring years before small firms. 
 
 
of large companies (Khi2 test being significant above 95%). Even though our research methodology does 
not allow us to prove it, however we think that the explanation of this result deals with the negotiation 
power of firms, often depending on their size. As a result, SMEs, which generally have a lower power in 
commercial negotiations, are more willing to accept a part of offshoring when key accounts want to 
obtain reduced prices. 
 
7.  Offshoring countries 
 
A large part of the questionnaire was dealing with offshoring countries, including western and other 
developed countries, as well as emerging or non emerging countries. 
 
As shown in figure 5, the first offshoring country for French companies is China, where more than 
70% of the respondents buy products or services. The second area is Western Europe, but the three 
following ones are low cost countries or areas (central and eastern Europe, India and other Asian 
emerging countries). Other BRICS countries, including South Africa, represent a lower part of offshoring 
than nearer countries or areas as Maghreb or Turkey.  
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Figure 5 : purchasing countries of French companies (% of firms) 
 
s show strong differences between offshoring 
policies. The analysis of each country or area, when made separately, shows a strong correlation between 
99%, at the exception of western countries, where Khi2 test significance level is 95%): so, in each 
the two following examples (fig 6.(a) and 6.(b). 
 
  
Fig. 6.(a) : purchasing in India ;  fig 6(b) : purchasing in Turkey 
 
These results seem in contradiction with our first results, where we underlined that there is no strong 
difference in international purchasing policies whatever the firm's size.  Accordingly, in order to 
understand why SMEs buy less products or services in each country or area, though they offshore the 
same percentage of their business, we built another variable, counting the number of countries where 
purchasing are made. We found that this number increases with the company's size, as illustrated in table 
1.(a). Focusing the study to low cost countries, we found the same conclusion, as shown in table .1(b). 
 
Table 1.(a) : number of offshoring countries ;  table 1.(b) : number of offshoring  Low Costs Countries 
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                                              ___________________________             ____________________________ 
                                               Min. number       Max number      Mean                    Min. number       Max number          Mean  
                                                           of  countries                                                               of countries                                   
                                             ___________________________              ____________ ________________ 
Firms under 250 employees                    1              16               3.4                                 0                 12                    1.8 
From 205 to 5,000 employees                 1              13               5.2                                 0                  9                      3 
Over 5,000 employees                             1              16               6.8                                 0                 12                   4.4 
                                                ________________________________              _______________________________ 
 
As a conclusion, our results show that the number of countries where companies of the sample buy 
products or services increases with the company's size. It means that large companies have a better access 
to a greater number of countries, and are able to diversify more widely their supply areas, whereas SMEs 
tend to concentrate their offshoring on a reduced number of countries. As an explanation could be the 
difficulty for SMEs to get financial and organizational accesses to a larger sample of geographical areas, 
we then decided to focus our analysis on the offshoring decision process, including the access to 
information and the related supporting documentation to decide. 
 
 
8.  Access to information 
 
All companies use several ways to collect information before deciding offshoring part of their 
purchasing : the most important ways are international trade shows (in France or abroad), Internet, and 
personal networks, as shown in figure 7. 
 
 
Figure 7: paths to get information dealing with offshoring countries 
 
We found that large companies use some more ways to get information than smaller ones: counting all 
means declared by our respondents, we noticed that SMEs use 3 ways, whereas intermediate firms use 
3.2, and large companies 3.6. In fact, the difference is not very strong, and does not mean that large 
companies have really a better access to information. 
 
However, a more detailed analysis shows differences regarding information's sources used by firms, 
depending on their size, except for international trade shows, used by all companies. Other information's 
means are more likely used by SMEs' or by large firms: on the one hand, it appears that the use of 
Internet and personal networks is statistically more developed among SMEs' and intermediate companies, 
at a significant level (Khi2 test is above 90%), even though these two ways of getting information are also 
frequently used by bigger organizations. But, on the other end, large companies get wider information (as 
the examples provided by other companies, or the advices of a greater number of suppliers), or more 
detailed and structured information, as guidelines given by the parent company (Khi2 tests being 
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significant above 99%). As a conclusion, SMEs have fewer ways to get precise information than larger 
firms, what induces a lower preparation level, as we will demonstrate it now. 
 
9.  Offshoring decision preparation 
 
Some questions of the survey were dealing with the level of offshoring preparation: we asked our 
respondents whether they thought that the launch of offshoring operations was completely, mostly or only 
partly planned. Unsurprisingly, compared with the differences between access levels to information, 
answers are statistically linked with the firms' size, as illustrated below (figure 8- the Khi2 test is 
significant above 99%). 
 
 
Figure 8 : Offshoring preparation (% of companies) 
 
As a result of the above analysis, only 24% of SMEs consider that everything is planned when they 
decide to offshore their purchasing, against 53% of large companies. At the other end, 31% of these 
SMEs admit that operations are only partly planned, against 15% of large firms. Intermediate size firms 
remain between these two points. 
 
Conclusion and limits 
 
As a conclusion and responding to our research questions, our analysis allowed us to point out major 
differences in the offshoring policies of the companies, depending on their size: if the share of the 
we showed that SMEs 
concentrate their international procurement on few different geographical areas, when large firms 
diversify more widely their procurement worldwide. We have also demonstrated that, if costs reduction is 
the first motivation for all companies, smaller organizations are more likely to offshore under customer 
pressure. We concur here with the conclusions of Agndal (2006). We also found that these SMEs are also 
more driven by the imitation effect, which we measured through the refusal to get left behind by 
competitors. Accordingly, French SMEs offshoring decision processes are more reactive than proactive, 
unlike bigger organizations. 
 
Regarding the offshoring decision process, we showed that all firms use Internet and international 
trade shows as the first information sources, but that large firms have a better access to wider and more 
detailed information; as a consequence, S those of large 
companies. 
 
There are several limitations in regard to this study. The first one is linked to our research 
methodology, which does not allow us to understand deeply some phenomenon, like the more reactive 
than proactive approach of offshoring decision process in SMEs. The second limitation deals with our 
SMEs global approach, which allowed us to compare global behavior of this type of entities with larger 
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companies. However, some studies underline strong differences between SMEs, like Morrissey and 
Pittaway (2006), showing that purchasing practices of SMEs vary considerably, and that SMEs do not 
constitute a homogenous group. Our study could be further enhanced by splitting our sample, in order to 
analyze differences across SMEs offshoring practices. 
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